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cracy in business, though a general meeting of the shareholders
is nominally the supreme authority. Provided a comfortable
dividend is declared, the shareholders follow the directors like
sheep, even in making appointments to the board itself. Most
boards of directors are practically self-elected. Not democracy
but oligarchy is the name for this kind of government.

One or two weaknesses in joint-stock enterprise fall to be
noted. Companies are not generally so efficiently run as smaller
firms. Responsibility is too diffused and red-tape interferes with
rapid decisions. Adam Smith was right in prophesying that
joint-stock companies would succeed best in routine trades
(like banking and insurance), and it is to such trades that joint-
stock enterprise is mainly confined. In what the Germans call
konjunktur industries, i.e. industries liable to sudden fluctuations,
in which prompt decisions are called for, the older forms of
business organization are found still to be the most suitable.

Another unfortunate result of joint-stock enterprise is that
industry is subordinated to the financier, just as formerly it was
subordinated to the merchant. With a few notable exceptions,
the leading figures in the industrial world to-day are men who
have no technical knowledge of industry but who are able to
control it through financial companies in which they have
interests. Such a state of things can hardly make for industrial
efficiency. Some of the recent attempts to unite under one
financial control totally unrelated businesses, resulting in the
creation of amorphous combines that have little chance of life,
may be set down to the unfortunate influence of the financier.

Lastly, joint-stock enterprise has brought with it that dubious
figure, the company promoter. It should be said at once that
the genuine company promoter has a useful part to play in the
modern economic system. It is he who directs the flow of
capital towards new and profitable enterprises, which would
otherwise languish for want of resources. Some directive force
of this kind is absolutely necessary if economic progress is to be
maintained.1 But the chief agent in this process usually exacts

1 For an appreciation of the activities of the honest company promoter see
Marshall, Industry and Trade, pp. 329-33.